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- During the second quarter, the province of British 
Columbia experienced unsettled employment conditions 
created by strikes and lockouts in various industries vital to 
the economy of the province. Accordingly, consumer 
spending was somewhat less than normal and your manage- 
ment feels that this has had an effect on retail sales in this 

quarter. However, despite these factors, we are pleased to 
report that retail sales increased 38 per cent for the second 
quarter and 45 per cent for the six month period. 

Sales by the company’s importing subsidiary in the 
second quarter increased 15 per cent compared to the same 
period a year ago, with sales for the first half of 1972 up 25 
per cent. Traditionally the subsidiary operates on a two 
season basis (spring and fall), with a large proportion of 
sales and earnings being made in the first and third quarters. 
Shipments of fall merchandise in the second quarter were on 
a comparable level with 1971 and orders on hand for the fall 
season indicate third and fourth quarter volume will exceed 
1971. 2 

Your company has recently purchased property in down- 
town Vancouver which will be used to house our expanding 
head office and distribution centre. The premises are larger 
than our requirements for future expansion and the excess 
space has been leased to others. Current facilities which 
have become overcrowded will be converted to retail selling 
space and used to enlarge the junior department store now 
at the same location. We anticipate that relocation to the new 
distribution centre will be completed early in 1973. 

Cash flow from operations for the six months to June 30 
amounted to $1,180,547. Working capital decreased during 
this period by $422,461, largely due to an expenditure of 
$1,630,398 for fixed assets, the major portion of which was 
for the distribution centre. 

During May and June four stores were opened, three of 
them in Alberta and we anticipate that another three will be 
opened in this province before the end of the year. In British 
Columbia, one new store is scheduled to open in September 
and several others are under negotiation for opening later in 


the year. The total number of stores now in operation is 48. 


Fields has many other locations under study and some 
negotiations for 1973 already finalized. With the new distri- 
bution centre available in the near future, we will be able to 
accelerate our retail expansion program. 

We anticipate that consumer spending in the second half 
of 1972 should be strong. Most major labour contracts have 
now been settled in B.C. and we expect that an increasing 
demand for consumer goods will continue into 1973. As a 
result we look forward to continued growth in sales and 
earnings for the balance of the year. 


On behalf of the Board, 


Joseph Segal 
President 


August 7, 1972 
Vancouver, B.C. 
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FIELDS STORES LIMITED 


and its subsidiaries 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE SIX MONTHS ENDED JUNE 30, 1972 


a) / (With Comparative Figures for 1971) 
(Not Audited) 
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EARNINGS FROM OPERATIONS BEFORE INCOME TAXES 
AND MINORITY INTERESTS 


INCOME TAXES 
Current 
Deferred 
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CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE SIX MONTHS ENDED JUNE 30, 1972 


(With Comparative Figures for 1977) 
(Not Audited) 


SOURCE OF FUNDS 
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Depreciation and amortization 
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Earnings of minority interests 


Provided from operations 
Issue of shares 
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USE OF FUNDS 
Purchase of fixed assets 
Decrease in long-term debt 
Increase in other assets 
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1972 
$ 
16,490,141 
173,837 


16,316,304 


14,142,722 
137,936 
87,607 
16,497 


14,384,762 
1,931,542 


888,931 
44,000 


932,931 


998,611 
138,771 


859,840 
5,931,513 
6,791,353 

~~ 38.26 


1972 
$ 
859,840 


137,936 
44,000 
138,771 


1,180,547 
33,030 
1,213,577 


1,630,398 
5,278 
362 


1,636,038 


(422,461) 
6,456,957 


6,034,496 


1971 
$ 
11,929,939 
165,930 


11,764,009 


10,117,961. 
94.526 
84,000 
17,414 


10,313,901 
1,450,108 


716,891 
30,900 


747,791 


702,317 
99,550 


602,767 
3,897,252 
4,500,019 
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1971 
$ 
602,767 


94,526 
30,900 
99,550 


827,743 
70,632 
898,375 


724,392 
6,097 
6,394 


736,883 


161,492 
5,308,110 


5,469,602 


1971 
SS TES ccemas cela alae NE ae aa lle as et ee ee $27,608,949 


Net Earnings before Income Taxes 
Depreciation, Amortization, Minority 
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Fields’ fifth year as a public company was an out- 
standing one. New records were set in both sales 
and earnings and at the same time, the largest 
expansion program in your company’s history was 
undertaken, establishing the base for greater earn- 
ings in the future. 


Sales in the year ended December 31, 1972 rose 
to $36,072,459 compared to $27,608,949 in 1971, 
an increase of 31 percent. Earnings from opera- 
tions increased by 34 percent to $2,309,101 or 
$1.02 per share, compared with $1,718,823 or 76 
cents per share in the previous year. 


During the past year, six retail stores were added 
in Alberta and another six in British Columbia, 
bringing the total to 55. Retail selling space now 
amounts to 510,000 square feet. This rate of growth 
will be continued with another 10 to 12 Fields 
stores planned for 1973 and an anticipated increase 
in selling space of approximately 150,000 square 
feet. 


Your company recently announced the acquisition 
of Marshall Wells Limited, which became effective 
December 2, 1972 and which has broadened our 
corporate market area across all the Western prov- 
inces to the Lakehead. Your company is now 
integrating the two firms’ lines of merchandise 
to provide a greater diversity of products for both 
Fields and Marshall Wells operations. 


For the first time in its 70 year history, Marshall 
Wells has now become a totally Canadian owned 
company. It was formerly controlled by U.S. inter- 
ests. Internal funds provided $1 million of the 
$7.5 million purchase price with the remainder 
obtained through bank loans. 


This new subsidiary supplies consumer durable 
goods and hardware to a chain of 186 dealer 
franchised stores and in addition carries on a 
wholesale industrial account business to mechan- 
ical, electrical and construction trades from its 
warehouses at Edmonton, Alberta and Winnipeg, 
Manitoba. 


The Fields group can now expand in the general 
merchandise area as well as in soft goods with 
advantages to both Fields stores and Marshall 
Wells outlets. Twelve Fields stores are now bene- 
fitting from Marshall Wells expertise in durable con- 
sumer goods while rubber and canvas footwear 
items have been made available to Marshall 
Wells dealers and a program is planned to pro- 
vide clothing to them for the fall 1973 season. 


Sales volume for Marshall Wells during the forth- 
coming year will be approximately $20 million 
and will provide’a contribution to profits in 1973. 


In the latter part of 1972 Fields purchased an addi- 
tional 16.66 percent interest in Diamond & Co. 
Ltd., our Winnipeg based importing subsidiary, 
bringing total equity in the company to 91.66 
percent. This purchase contributed earnings of 
1.5 cents per share in 1972 and should enhance 
1973 earnings by a considerably higher figure. 


Larger warehousing and head office. facilities in 
downtown Vancouver, purchased early in 1972, 
have now been renovated and redecorated and 
the move to this new location will be completed 
in April. The building provides Fields with 150,000 
square feet for the distribution centre and executive 
offices while an additiona! 40,000 square feet will 
be used to house importing operations. 


A dividend policy was introduced in 1972 commen- 
cing with a semi-annual dividend of 5 cents per 
share paid in August. A similar dividend was paid 
in February 1973. 


Your directors are looking optimistically at 1973 
as economic forecasts indicate an increased de- 
mand for both durable and non-durable consumer 
products and the recent expansion and broadening 
of operations will enable us to reach a much larger 
market than ever before. 


Along with the physical expansion has gone a 
strengthening of personnel at both the executive 
and senior management levels. The expertise of our 
key people has been invaluable in the past year 
and makes our potential for the future extremely 
promising. With the support of these and our many 
other loyal employees, we hope to provide con- 
sumer value to an ever larger segment of the 
Canadian West, and at the same time increase 
the earnings of your company. 


On behalf of the board 


LBL 


Joseph Segal 


Fields is now 25 years old and has grown from a 
single store in downtown Vancouver to a chain of 
55 outlets in two provinces with subsidiary import- 
ing, manufacturing and wholesaling divisions which 
give the company depth and stability. 


Just five years ago, in July, 1968, Fields became a 
public company and at that year end reported 11 
stores in operation. The table below sets out the 
growth in number of stores operated from 1967 to 
1972. 


Growth in Number of Stores 
1967 1968 1969 1970 1971 1972 


Department Stores 1 4 4 4 4 
Junior Department Stores 1 35 5 8 10 
Family Clothing 8 9 10 14 26 36 
Pant Shops 5 5 

TOTALS 8 11 5 Wi 23 43 55 


“Two existing family clothing stores were re-classified in 
1969 as junior department stores and the merchandise 
content was broadened. 


Fields has always been wholly Canadian owned 
and has become one of the new breed of Corpora- 
tions, founded in the West and expanding eastward. 


Its growth in five years has been steady, moving 
first throughout the province of British Columbia 
and during the past year into Alberta. 


Originally Fields marketed only family clothing, 
but as it grew, so did its lines of merchandise. 
Each new location is studied carefully and de- 
pending on the results of area surveys, a new 
store may be one of four different types. In some 
B.C. communities, Fields is the major department 
store. 


The table below provides an analysis of retail sales 
by type of store for the years 1967 to 1972. 


Analysis of Retail Sales 


1967 1968 1969 1970 1971 1972 


Hof *Hof *Xof *of *Xof %Xof 
Total Total Total Total Total Total 


Department Stores 4:3 33:7 930/479 22:3 a 9.0 
Junior Department Stores 20.6 23.6 24-7 92386 
Family Clothing 100) 95:7 45:57" 46:0) SiS OS 
Pant Shops 1:27 MS 


100% 100% 100% 100% 100% 100% 


The company has been developed to take full 
advantage of the economic benefits of volume pur- 
chasing and central distribution which have in- 
creased as the company expanded. 


Mass merchandising, primarily on a cash and carry 
basis, is a concept which has proven successful 
for Fields and continues to be encouraged in most 
locations. Credit departments are, however, incor- 
porated into full line department stores where 
customers purchase major appliances and furniture. 


A sales incentive program for store personnel en- 
courages an increase in sales volume, but also 
applies for innovative ideas which decrease over- 
head and operating costs. 


Retail sales volume from the older established 
outlets has increased at the same time that ex- 
pansion into new market areas was taking place. 


Fields, “The Canadian Family Store’, will continue 
to base its marketing concepts on the successful 
formula developed by its experienced management 
personnel as it branches out to serve an ever 
larger segment of the Canadian West. 


- FABRIC = 


SALE! 


Fields new warehousing and distribution centre in down- 
town Vancouver, facilitates inventory procedure and 
deliveries to 55 stores in British Columbia and Alberta 
such as the one pictured (left) in downtown Victoria. 
Housewares, (pictured centre row right), and fabrics 
(bottom) are two of numerous product lines carried by 
many Fields Stores. 
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For the first time in its 70 year history, Marshall 
Wells became a Canadian owned company when it 
was purchased by Fields Stores Limited effective 
December 2, 1972. 


Through the years Marshall Wells has developed a 
successful marketing concept using the dealer 
franchise system and today distributes a variety of 
brand name consumer durable goods to 186 dealer 
owned stores in rural areas throughout Western 
Canada. The company supplies goods for retail, 
along with advertising material, merchandising 
and promotional programs and any other business 
assistance the independent operator may require. 


During the past two years, and as a result of a study 
undertaken in 1970, Marshall Wells undertook a 
major consolidation program to convert large in- 
vestments in unprofitable locations into liquid 
assets. This program was completed prior to the 
Fields purchase and resulted in a trim operating 
base and a strong financial position for the com- 
pany, which maintains head offices in Winnipeg. 


Marshall Wells now operates two major distribution 
centres, in Winnipeg to serve northwestern Ontario, 
Manitoba and Saskatchewan and in Edmonton to 
serve Alberta and British Columbia. Both of these 
operations distribute to franchised dealers and 
industrial customers and the company also has a 
smaller warehouse in Thunder Bay to service in- 
dustrial accounts at the Lakehead. 


The affiliation with Fields will provide benefits to 
both companies. Marshall Wells is now providing 


an expanded range of hardware to 12 of the larger 
Fields retail outlets and the infusion of clothing 
carried by Fields Stores into the Marshall Wells 
program provides dealers with the opportunity to 
expand into general merchandising. 


Marshall Wells is moving quickly to develop these 
new opportunities and a program of spring and 
summer footwear has already been introduced into 
40 franchised stores with excellent consumer re- 
action. Plans are also underway to introduce cloth- 
ing into the fall program for all franchised stores 
with suitable facilities. 


An accelerated program is now being undertaken 
to develop new Marshall Wells franchised dealer 
outlets. This may include the operation of com- 
pany owned stores in larger centres where there 
will be no conflict with dealer outlets. 


Marshall Wells president is S.J. Coppinger who 
joined the company in 1937 and apart from four 
years service in the Canadian Army during World 
War II has been employed continuously in various 
positions. 


Vice president is Donald D. Baily who joined the 
company in 1947, and vice-president finance is J.I. 
Whitford who has been with the firm since 1959. 


The management is confident that the company 
will operate profitably on its present base and that 
sales and profit increases will develop through the 
new opportunities and diversification which the 
purchase of the company by Fields Stores Limited 
have made possible. 


Merchandise presentations are made frequently to 
Marshall Wells franchised dealers when suppliers exhibit 
products for the forthcoming season. Company manage- 
ment, pictured lower left, includes: (left to right) S.J. 
Coppinger, president; Donald D. Bailey, vice president 
and J.|. Whitford, vice president, finance. 
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Fields has two importing subsidiaries, Diamond & 
Co. Ltd., located in Winnipeg, Manitoba and Im- 
perial Imports Ltd., in Vancouver, British Columbia. 


Diamond & Co. imports ladies’ sportswear and some 
children’s and men’s wear from the Far East. Ware- 
housing and distribution facilities are located at 
Winnipeg and the company’s sales force operates 
from here and from other centres across Canada. 
Diamond sells to leading department stores, chain 
stores, wholesalers and distributors across the 
breadth of the country from the Maritime Provinces 
to Vancouver Island. Less than ten percent of 
the company’s volume is sold to Fields Stores 
Limited. 


The interests of a minority shareholder were pur- 
chased during 1972 and Fields now owns 91.66 
percent of Diamond & Co., Ltd. 


Lounge Fashion Clothes Ltd., the manufacturing 
subsidiary of Fields Stores Limited, is a producer 
of men’s tailored clothing, selling to national de- 
partment stores and leading men’s wear shops 
throughout British Columbia and Alberta. Less than 
10 percent of the Company’s production is sold 
to Fields. 


The company was purchased in March 1969 and 
had at that time an established clientele and a 
20-year history in Vancouver’s garment district 
as a custom tailor producing quality made-to- 
measure suits and small job lot orders. 


Under the guidance of President, Jack L. Hin- 
den, formerly co-owner of the company and a man 


Imperial Imports Ltd., a wholly owned subsidiary, 
also brings in merchandise from the Far East, 
primarily canvas and rubber footwear, which is 
sold in Western Canada. In addition, the company 
is the Canadian distributor for the Lafayette line 
of stereo components and radios. Fields plans to 
extend the product lines of this company to include 
sporting goods and hardware items for the general 
market and for Marshall Wells Limited. 


During 1972, Fields acquired J. Leckie & Co. Ltd., 
a shoe wholesaler and distributor selling domestic 
and import merchandise, mainly European, to lead- 
ing stores throughout Western Canada. 


Offices and distribution facilities for both Imperial 
Imports and J. Leckie & Co. Ltd. will be located 
at the new distribution centre of Fields Stores 
Limited in downtown Vancouver. 


with 25 years experience in the industry, Lounge 
Fashion has retained a prominent position in the 
garment industry, by demonstrationg an ability 
for creative styling. The company currently employs 
125 people. 


Because of the acceptance of double-knit fabrics 
for men’s clothing in western Canada, Lounge 
added a second manufacturing facility in 1971 
especially equipped to handle both double-knits 
and woven goods in larger quantities. 


With the continual change in men’s clothing and 
rising material and labour costs, Lounge is now 
placing more emphasis on semi-tailored garments. 
This new plant enables the company to provide 
its’ customers with fashion clothes at a popular 
price. : 
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volume from the Far East by Imper 


Quality men’s wear 


e MARSHALL WELLS DEALER STORES 


EXECUTIVE MANAGEMENT 


TO THE SHAREHOLDERS OF 
FIELDS STORES LIMITED: 


We have examined the consolidated bal- 
ance sheet of Fields Stores Limited and its 
subsidiaries as at December 31, 1972 and 
the consolidated statements of earnings, 
retained earnings, and source and use of 
funds for the year then ended. Our exami- 
nation of the financial statements of Fields 
Stores Limited and those subsidiaries of 
which we are the auditors included a gen- 
eral review of the accounting procedures 
and such tests of accounting records and 
other supporting evidence as we con- 
sidered necessary in the circumstances. We 
have relied upon the reports of other ac- 
countants who have examined the finan- 
cial statements of the other subsidiaries. 


In our Opinion, based on our examination 
and the reports of other accountants re- 
ferred to above, these consolidated finan- 
cial statements present fairly the financial 
position of the companies as at December 
31, 1972 and the results of their operations 
and the source and use of their funds for 
the year then ended, in accordance with 
generally accepted accounting principles 
applied on a basis consistent with that of 
the preceding year. 


DELOITTE, HASKINS & SELLS 
Chartered Accountants 


Vancouver, B.C. 
March 5, 1973 


as at December 31, 1972 
(with comparative figures at D 


CURRENT ASSETS 
Cash and term deposits 
Accounts receivable ..... 
Inventories (Note 2) ..... 
Prepaid expenses ......... 


ecember 31, 1971) 


ASSETS 


(Notes1 ite. a eee tee ce anne 


ee eee eee 
Peewee eee w weet wees eee e ese esses esse eeeseseseseseseessssseseses 


NON CURRENT RECEIVABLES 
Dealer notes due in instalments to 1981 ou... eee eee cece eens 


Mortgages .............:c0 


FIXED ASSETS (Note 3) ..... 


UNAMORTIZED DEBT DISCOUNT AND EXPENSE (Note 4) .......... 


OTHER ASSERS2 ee 


1971 


$ 1,322,063 
1,667,815 
8,459,614 

65,364 


11,514,856 


5,/71 
eer et) 


4,382,484 


55,084 
1,236,841 


$17,195,036 


LIABILITIES 
CURRENT LIABILITIES 
Ea @keligac DICCMESSE NOLS © )icrrstat <p 2s eccchanieveccoasecantevonattacecdeeteveenee 


Accounts payable and accrued liabilities ........... ce eeeeeeeeeees 
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BEEERRED INCOME TAXES ouc..2.sr0.......00058 Revere rer eer OLN oNean & 
MINORITY INTERESTS in subsidiaries (Notes 1 and 10) ............... 


SHAREHOLDERS’ EQUITY 
BRP BRO APIT Als. (Note (8 ete tes ois. cccisl coe ubestets castes scdladevesds 


ey SUNS MO SVAN GATING Son. ree cg ot Re A a ne RS 


Approved by the Board 


LBL AKe— 


J. Segal, Director C.F. Graves, C.A., Director 


‘The accompanying notes form an integral part of this financial statement. 


1971 


Dm Go,G0! 
2,525,482 
673,336 
10,600 


5,041,079 
SO (cu 
258,519 


685,656 


4,910,548 


5931513 


10,842,061 


$17,195,036 


for the year ended December 31, 1972 
(with comparative figures for 1971) 
EARNINGS 


COSTS OF GOODS SOLD AND OPERATING EXPENSES 
BEFORE THE FOEROWINGing.......:.a.s eee ee te, Se 
DepreciatlomanmdramonZanOin ssn: ncdcecgossss cersspactee crasteree eee eee 
INteres Ua -GUGREM tree een. sea ees eeeereaey cern teee 


EARNINGS FROM OPERATIONS BEFORE INCOME TAXES 
AND MINORITY INTERESTS. ......0......csceeceessesreneesesensontnerntnezens 


~ INCOME TAXES 


GUrrenit ci eee, Oe oe Gre ee eee 
Deferred. an: cccccccc See ree ee eee nce ee 


MINORIETRYSINT ERES [icine ree ter tien tecesc-co tasovecs eee nee eee eee ee 
EARNINGS BEFOREIEXTRAOGRDINARY NEM ieee 
EXTRAORDINARY ITEM 

Gain on disposal of fixed assets, net of incomes taxes 

OF $23) 700. osc ve cczesccsiz-e eee caer oe ea ee ree 
NET EARNINGS POR TESY GAR rccrcerertere ere rer ee 


EARNINGS PER SHARE BEFORE EXTRAORDINARY ITEM .......... 
NET EARNINGS PER SHARE we gree Gerace eee ee 
RETAINED EARNINGS 


BALANCE Al/BEGINNING:OF YEAR# 0 e 0 ee 
Net earnings: for thesyeateeannc cc te ee ee 


Dividends. paidiacc.cesccits bel cesrete eee eee eee ee 
Share issue and reorganization’costs written Off .................08. 


BACANCE ATEND-OF YEAR #0) cic ha re ee ere 


The accompanying notes form an integral part of these financial statements. 


1974 


$27,608,949 


408,631 


27,200,318 


22,998,438 
229,432 
154,603 

65,615 


23,448,088 


3,752,230 


1,777 390 
90,900 


1,868,497 
1,883,733 


164,910 


1,718,823 


315,438 
$ 2,034,261 


$ 
$ 


0.76 
0.90 


AOTA 


$3,897,252 
2,034,261 


9,931,010 


$5,931,513 


for the year ended December 31, 1972 
(with comparative figures for 1971) 


1971 
SOURCE OF FUNDS 
ReeINC A AUG S TOlscMONY CAN tee cotta estou l stecesacss cosh con icuds Matiwewne tee cuies $ 2,034,261 
Deduct gain on disposal of fixed assets .........00...cceeeeeeeeeeeeeeees 315,438 
1,718,823 
Banrociation and amortizatlon creel. lcecloetecheicceseleseh. 229,432 
Bree CcuiiC ONC AXKCS Mametysn arts ooe ee c cits cacorecosettieteciete cnaee 67,202 
Me HIMIGS: Of IMIMTOFILY IMC OSES .c0 cc cee cctc.sgeeos cndecssoactnecs saeceboscoceneces 164,910 
MIGOGalT OIMOPCIAUIOINS mers pases ceccises «ceedekxsessstaves<a Benlucdeeedoa abbas 2,180,367 
Bea KMOANS AMIN OLE4/))) ett, oc soe et cso esees «a osuivsdhelpudendan dekcareddaduestoends 
Debentures and deferred income taxes of newly acquired 
SUIISIGIATiOS (INOUO Ake acane sess << eeac se liaees Bags su scae esk ods oda cehn tweeted 
PSs eOisiares i NOtC G) eet cbc hiss Sessa deans ie dn odenvevandGieees atadatibeoses 110,664 
Proceeds from disposal of fixed assets ............ccccccccecceeeeeeeeeeeeees 547,329 
Decrease (increase) in other assets ...............ccccccccccceceeeeeeeeaeeeeees (6477))) 
2,832,589 
USE OF FUNDS 
On acquisition of subsidiaries (Note 1) 
Fixed assets (including the purchase difference of 
$707,986 atthiputable' tO land) ~.1-:c.eaecetee setter oc nesters a 
Non-current receivables and unamortized debenture 
GISCOUNT- ANC ISSUC’EXDENSCS he. c es parr ineetedet crencceactcpas ents 
Purchase of other fixed assets ................:.:sssssssccccccseeserssceeeeeeneees 1,680,229 
Purchase of additional share interest in partially-owned 
subsidiariosi(NOte x)! Sees tzeres eee eee eee eae asi ne 
BIMIGONOS DAI ee eran cs, ccissete cur scdveestacv ac ehuanitaa MMarreo ee ees mentee 
Current portion of new bank loans and reduction in other 
lOnG-tetm dette. areca estes ea ete ee eine once 11,840 
1,692,069 
ING REASE INI WORKING#GAPITIAL Sachets wee ieee 1,140,520 
WORKING CAPITAL BEGINNING OF YEAR ..............cccsccccceeesteeeees 5,333,257 
MV OTRIMING GAPITAL END! OF YEAR: :...-.cc.scsc-secscs-escccceusnectssaseanase-ncne $ 6,473,777 


The accompanying notes form an integral part of this financial statement. 


Principles of consolidation. The consolidated financial statements include the accounts of all subsidiaries. 
The results of the operations of subsidiary companies have been included only from the dates of acqui- 
sition (except as noted below), and provision has been made for minority interests. The purchase method 
has been used in accounting for the acquisition of all subsidiaries. 


(a) Acquisition of Marshall Wells Limited: 


By agreement dated December 2, 1972 and completed on January 4, 1973, Fields purchased all of 
the issued and outstanding shares of Marshall Wells Limited. This purchase was effective as of 
December 2, 1972 and the assets and liabilities of Marshall Wells and its subsidiaries, as of that 
date, have been included in the company’s consolidated balance sheet as at December 31, 1972. 


The cost of Fields investment was $7,578,653, which was provided from bank loans aggregating 
$6,500,000 of which $3,700,000 is current bank indebtedness and $2,800,000 is long-term debt, and 
the balance of $1,078,653 from internal funds. The agreement also provided for the payment to Mar- 
shall Wells by its former parent company of $4,630,931 related to certain receivables of Marshall 
Wells as at December 2, 1972 (the actual amount received on the closing date approximated 
$4,933,000). Although these transactions took place on January 4, 1973, they have been reflected 
in the consolidated balance sheet as if they had occurred on or prior to December 31, 1972. 


The cost of the investment is represented by the net assets as shown below: 


Current assetsicccievc dre coi eec aes e $11,290,342 
Fixed assets, at cost less accumulated depreciation 
ANC AMOMtiZAUION si x.-o ciescsndicencivcteaccosceseece Mateess enlaces ees ee 946,326 
Non-current: recenmiales «....:csc.sc5.s.sis.c00. deg sodeeee nee ek Eee ee ae 422,701 
Unamortized debenture discount and isSue Expense ................cceeeeeeees 283,750 
12,943,119 
Deduct Liabilities: 
CUP mt eec gic cnaccacescetccs levee unten cs o0crget ere eee esa eee Ene creer eee 2,568,760 
LONQ<tORM jai deie siete: cue BER ee eee ee ee 3,200,000 
Deferred income taxes cis ..:3.cf ese ee 303,692 
6,072,452 
Net: assets aACQUIFEG Oe cis. cusiaccscarse cancetroner tee eet eer ete ene ee ee eee 6,870,667 
Excess of purchase price over book value of net assets 
acquired: —-appliedito land ne. score eceai titers cea ae 707,986 
PUrChaSe) PmiCeserasriseo.. ccuscctoscceasc haute ere ee etme ee $7,578,653 


The unaudited net earnings of Marshall Wells Limited and its wholly-owned subsidiaries for 
the period December 2, 1972 to December 31, 1972 amounted to $37,000, including an extra- 
ordinary gain of $21,000. Unaudited sales for this period amounted to $1,132,000. These 
earnings and sales have not been reflected in the company’s consolidated statements of earnings, 
retained earnings, and source and use of funds. 


(b) Acquisition of additional share interest in subsidiaries. During the third quarter of 1972, 
the company purchased for cash an additional 16.66% share interest in Diamond & Co. Ltd. 
and Harbrook Knitting Mills Ltd. for a total cost of $836,937, bringing the company’s 
present share holdings in these companies to 91.66%. The excess of the purchase price for 
this additional interest over the proportionate value of the subsidiaries’ net assets at the 
effective date of acquisition was $266,024, which has been allocated to goodwill. 


protit margins. 


. Fixed assets 


Cost Depreciation 1972 1971 
ALTE UR ee ea $2,533,546 $2,533,546 $ 926,420 
BeNCINGS 62.5555 ies 4,854,020 1,078,665 Shi hones 2,017,002 
Fixtures and 
equipment ....... 2,932,011 1,293,269 1,639,302 1,193,887 
Leasehold 
improvements .... 409,960 98,691 311,269 245,175 
$10,730,097 $2,470,625 $8,259,472 $4,382,484 


- Inventories. Inventories are valued at the 


lower of cost or estimated net realizable value less normal 


Accumulated 


Net Book Value 


. Unamortized debt discount and expense. This will be amortized at the rate of $30,000 per annum 
over the term of the debentures. 


- Goodwill. This amount is made up of: 


1971 
Pan AS CC ie tard ie ea Re $ 215,000 
@DascCOnsSonadaOmanca.ts. hoe wb ees 1,021,841 
$1,236,841 


The above amounts are carried in the accounts at cost without amortization. 


. Bank indebtedness. The company has assigned the loss proceeds of certain fire insurance policies 
and lodged with the bank certificates of title to certain real properties as security for short-term 
and long-term indebtedness to the bank. Accounts receivable of a subsidiary company are assigned 
from time to time to the bank as security for its bank indebtedness, of which none was outstanding 
as at December 31, 1972. 


The company has provided a letter of undertaking to its bankers to provide them on request with 
a debenture incorporating both a specific charge over fixed assets and a floating charge over all assets 
of the company and certain of its wholly-owned subsidiaries. 


In the course of arranging for financing for the acquisition of Marshall Wells during December, 1972, 
the company agreed to furnish the following to the bank as security for new bank loans (see Note 1), 
and for $2,752,207 of long-term bank indebtedness existing at December 31, 1972: 


(i) Collateral mortgages on certain properties 

(ii) An additional assignment of loss proceeds of fire insurance policies on certain other properties 
(iii) Certificates of title to certain other real properties 
( 


iv) Pledge of all outstanding shares of Marshall Wells Limited 


. Long-term debt: 1972 1971 
6% Sinking Fund Debentures, Series “A” due 
NEGIMA GD: purete berets, cinta Jered us. aol S. tas, Beri hte Sols warkk 5) $3,400,000 ree 
Bank loans (Note 6) 
Payable with interest at rates not exceeding 
2% over the prevailing prime bank rate and 
Marana VanlOUS GalteS:1O 1 9G eee sie See cna clcjs ee aw cies B 552.207 sei 


(cont.) 


10. 


11. 


12. 


13. 


Mortgages 
Payable with interest at 9% per annum and 


Maturing WN VOSA eee ee ee ee nee er esteem eee 326,660 35 )a1o 

Others at various interest rates and 
maturity; Gatess 2 Sine aa, ¢ ae ee eee ee irae ac 48,641 47,143 
Deduct amounts due within one year....................4.. 636,000 10,600 
$8,691,508 $367,721 


Sinking fund payment requirements on the 6% debentures are $300,000 annually. The sinking fund 
payment for 1973 is anticipated to be reduced by $100,000, which is the amount of debentures 
purchased and tendered to the Trustee as at December 2, 1972. The 6% debentures are secured by a 
first floating charge on all the assets, business and undertakings of Marshall Wells Limited. 


Payments required for retirement of debentures and other long-term debt over the next five years 
are: 


1973 — $636,000 1974 — $784,000 1975 — $812,000 1976 —- $851,000 1977 — $901,000 


. Share capital No. of shares 

Authorized — 
Common shares, of*no parivaluie ay. sa... 3,500,000 

Issued — 
Balance, December Sd 9 715 ie ee eee ae eee eee 2,245,371 $4,910,548 
Shares issued on options exercised during 

the year for cash... ea ee eee 10,965 79,938 

Balance Decembernr3st 1972 V0 ee ee ee 2,256,336 $4,990,486 


Certain employees have options to purchase 15,715 shares at $7.20 per share, 800 shares at $12.15 per 
share and 9,000 shares at $18.90 per share. 


The total options for 25,515 shares expire in the following years: 
1973 — 6,000 1974— 12,015 1975 — 3,700 1976 — 2,000 1977 — 1,800 
No.material dilution of earnings per share results from these options. 


. Lease commitments. Minimum annual rentals for property leases in each of the next five years are: 


1973 — $779,267 1974 — $755,837 1975 — $732,761 1976 — $631,073 1977 — $522,129 
Certain of the leases provide for additional rentals based on sales, as well as other occupancy charges. 


Contractual obligations. The company has an obligation under certain circumstances to purchase 
for cash the minority interests’ share holdings of 8.33% in subsidiary companies. The company 
also has an option under certain circumstances to acquire these minority interests for a prescribed 
cash consideration. This option expires December 31, 1989. 


Remuneration of directors and senior officers. The aggregate remuneration paid or payable by the 
company and its subsidiaries to the directors and senior officers of the company for 1972 and 
1971 was $174,366 and $168,500 respectively. 


Subsequent event. On January 2, 1973, the directors of the company declared a dividend of five 
cents per share payable February 1, 1973 to shareholders of record on January 15, 1973. 


Comparative figures. To conform with classifications used in the current year, certain figures of the 
preceding year have been reclassified. 


Operating results 


PMNS ECE an Se ciida ace eeintdnwaces 


Earnings from operations 
before the following: 


PEST ECIAUONN: cickscsevexcsevenedasns 
PEMGOIIO AAXOS 6552. cccdkcopi ss 
Minority interests ............... 
Extraordinary gain (loss) .......... 
OU Se Vg gs 


Financial Position 


PEON Capital ....o.....iccccccccvcsts ee 
IRON OS ois, oh isn cso ecoastsenvanvins 


OMG ASTIN GED foie. eccecs ho secenveees 
Shareholders’ equity ................. 


Per Common Share: 
Earnings before extraordinary 


SPEADS Ghee N ca Sorc Soslegs hae eedes 
ATES CEs ee 
BPE CTIOS DAI oo. .cdicsicenverssersevsest 
Cash flow from operations ....... 
Net asset value ..................00000008 


Ratios and Statistics 


NV OTRING Capital sis. ccccccccicicccsosssess 


Number of common shares 


ORE SLANIGIING? occessccnccees crower: 
Number of shareholders? .......... 


Number of stores . 


NOTES TO SEVEN YEAR REVIEW — 


1. During 1969, the rates of depreciation were changed to conform with revised estimates of the useful life of fixed 
assets and the company converted from the taxes payable to the tax allocation method of providing for income taxes. 


1966 1967 1968 1969 
$000 $000 $000 $000 


3,650 4,344 6,101 12,239 
466 Vhsys 1,107 1,730 
51 64 Tae 104 
188 334 520 808' 
<= ae = 09 
207 354 508 880 
302 562 902 4,438 
412 725 1,328 3,463 
635 698 883 2,629 
1,484 2,170 3,070 9,379 
18 10 36 372 
934 1,287 1,935 6,854 
$0.13 $0.22 $0.30 $0.43? 
$0.13 $0.22 $0.30 $0.46? 
$0.16 $0.26 $0.35 $0.55? 
$0.58 $0.80 $1.16 $3.16 


1,038 1,130 
5 8 11 17 


Prior years figures as shown above have not been re-stated. 


2. Based on the weighted average of 1,906,666 common shares outstanding. 
3. Years 1966 and 1967 are re-stated to give effect to the recapitalization in 1968 and 3 for 1 stock split in 1969. 


4. Prior to 1968 the company was a private company. 


5. 1972 amounts where applicable include assets and liabilities of Marshall Wells Limited as at December 2, 1972. Sales 
and income of Marshall Wells Limited for the period December 2, 1972 to December 31, 1972 are not included above. 


1970 
$000 


21,054 


3,065 
182 
1,503 
138 
(8) 
1,234 


5,333 
6,031 
3,163 
13,320 
380 
8,697 


$0.55 
$0.55 


$0.75 
$3.90 


2.5:1 


1,302 
23 


1971 
$000 


27,609 


3,981 
229 
1,868 
165 
315 
2,034 


6,473 
8,459 
4,382 
if kes) 
368 
10,842 


$0.76 
$0.90 


$0.97 
$4.83 


Flee 


1,351 
43 


1972 
$000 


36,072 


Opt 
325 
2,289 
188 


2,309 


12,238 
14,596 
8,259 
35,638 
8,691 
13,063 


$1.02 
$1.02 
$0.05 
$1.29 
$5.79 


1.9:1 


1,605,000 1,605,000 1,665,000 2,165,000 2,230,001 2,245,371 2,256,336 


1,180 
55 
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